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Ralston Purina Canada Inc. 
and Subsidiary Companies 


FINANCIAL HIGHLIGHTS 


(All Amounts Expressed in Thousands) 


Year ended September 30, 1980 1980 1979. % CHANGE 
OPERATING RESULTS (for the year) 
‘et sales $236,705 $230,440 3 
ig Earnings 996 5,308 (81) 
_ Earnings per share 1.66 sees, (81) 
(~  Additions to plant and equipment — 1467/7 & 14805 (1) 
Depreciation 2,376 172) 38 
FINANCIAL POSITION (at year end) 
Working capital 6,336 4,394 44 
Current ratio 1.3:1 12:1 8 
Shareholder’s equity 31,342 30,646 2 
Ralsion Purina Canada Ine! FIVE YEAR FINANCIAL HISTORY 
and Subsidiary Companies (All Amounts Expressed in Thousands) 
SPERATING RESULTS 1980 1979 1978 1977 1976 
Net sales $236,705 $230440 $184,347. $177,255 $165,892 
Interest income 391 1,646 1,479 1 (41 Liis 
Gain (loss) on foreign 
“exchange (161) (84) 1,176 (6) _ 
e 236,935 232,002 187,002 178,390 167,010 
Cost of products sold 200,186 196,093 153,206 151 457 1a. 2/2 
Selling, general and 
administrative expenses 32,504 25,094 19,354 15,399 13,369 
Depreciation 2,3/0 172) | 53) | 354 1 i13 
Interest expense 1,348 486 2\) 220 305 
236,414 =223 394 174,302 168,435 156,077 
Earnings before 
income taxes 521 8,608 12,700 9955 10,933 
Income taxes (recovery) (475) 3,300 5,306 4,298 4,800 
Net earnings 996 5 308 7,394 5,657 6133 
Dividends 300 17,700 1710 1,620 1,500 
FINANCIAL POSITION 
Working capital 6,336 4,394 27.411 23,012 20,919 
Plant and equipment 46,662 34,696 Z2|.024 18,053 10,725 
Additions and 
replacements 14,677 14,805 5,302 VA AE 2,04] 
Total assets 76,361 68,809 69,199 56.477 50,839 
Long-term debt 15,574 2,156 2,461 2,766 3,071 
Shareholder’s equity 31 342 30,646 43,038 3/354 33 317 
EMPLOYMENT AT 
FISCAL YEAR-END 
Number of employees 1,120 1,071 1,043 1110 1,082 


Standing left to right: T. H. Mullenix; Dr H. R. Robertson, C.C.; F. J. King. 
Seated left to right: E. S. Farrelly; N. E. Florakas; P. Cété. 


Standing left to right: F. B. Common, Jr. Q.C.; V. L. E. Stisser, Jr; J.S. Dewar. 


Seated left to right: J. H. Stringham; R. L. Gamelin; W. E. McLaughlin. 


CHAIRMAN'S MESSAGE 


Fiscal 1980 was a disappointing year with respect 
to earnings although sales improved slightly. 
External economic pressures coupled with our 
planned heaw capital spending program were the 
major reasons for the down year. Because of 
reduced profit margins which surfaced early during 
he year, it became necessary to implement 
exceptionally rigid cost control measures throughout 
the Company. 


Net sales increased marginally over the previous 
year to $236,705,000 while after tax earnings 
were a disappointing $996,000. Specific factors 
affecting earnings included: expenses associated 
with our capital expansion activity, poor hog 
economics, significant increases in interest expense 
and other problems of a nonrecurring nature. 
Removing the effects of hog losses, construction 
expenses and interest income and expense, 
operating earnings before tax declined 27% from 
comparable operating results realized last year. 


We spent $14,677,000 on additions and 
replacements to plant and equipment during the 
year, only slightly behind our previous year’s record 
capital expenditure program. To adequately 
finance our expansion plans, steps were taken to 
supplement our capital resources through additional 
loans. 


CHOW DIVISION 


Our agricultural products operations continued to 
stress new distribution and the further development 
of our existing independent dealer organization. 
This resulted in the establishment of 29 new 
franchise dealers in this fiscal year. 


A loss suffered in our Chow Division's hog raising 
operations, due to poor hog economics, was the 
primary reason for lower earnings in our agricultural 
products group. Also, feed ingredient prices rose 
sharply during the year causing feed prices to 
reach new highs while our tonnage sales declined. 


Our Chow Division took steps during the year to 
begin divestment of its hog operations. This is the 
final stage of a Division-wide program to phase out 
Company-owned retail businesses. 


Our new feed plant, located in Drummondville, 
Quebec, is nearing completion and is expected to 
be on stream by February, 1981. This additional 
facility will provide improved service for our 
customers. 


In addition to our planned and continued emphasis 
on new distribution, the Chow Division launched an 
updated CHECK-R-MIX program which enables 
authorized dealers to manufacture registered feeds 
for resale and introduced the PUR-A-MIX program 
which through our franchised dealer network, 
enables farmers to prepare their own balanced feed 


products. Both programs make use of quality Ralston 


Purina feed supplements. 


With our increased emphasis on marketing and 
sales support programs, we are confident that 
profitability will return to more traditional growth 
patterns in the next fiscal year. 


GROCERY PRODUCTS DIVISION 


As a result of reduced household purchasing power, 
the grocery industry witnessed a decline in total 
volume for the first time in many years. At the same 
time, high interest rates continued to adversely 
affect the purchasing and inventory patterns of our 
Grocery Products Division’s wholesale and retail 
customers. Despite these conditions, our grocery 
products sales increased 20% over the previous 
year. Earnings, however, were significantly below 
the past year’s level due to planned heavy 
expenditures on advertising and promotion as well 
as high expenses related to expansion. 


Although competitive activity was keen during the 
year, particularly in the area of new product 
ntroductions, we were the only major manufacturer 
in the pet food industry to significantly increase its 
share of the total pet food market. 


PURINA BUTCHER'S BLEND dry dog food was 
successfully introduced on a national basis during the 
fourth quarter. , 


We are committed to the future growth potential of 
our Grocery Products Division and our aggressive 
plans are directed toward doubling the Division's 
volume within five years. 
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CHECKERBOARD FOODS DIVISION 


Lower prices for broiler chickens reduced earnings 
in our Checkerboard Foods’ poultry processing 
operations over the previous year. However, the 
Division's chick hatchery and broiler growing 
operations experienced significantly improved 
results. 


The cost/price squeeze, which adversely affected 
margins in the processing end of the business, was 
principally due to a surplus of favourably priced 
pork products and, to a lesser degree, to an 
oversupply of poultry products. 


With an anticipated normal pork supply and pork 
pricing as well as improved prices for poultry 
products, we expect improved earnings at all levels 
of this operation in the next fiscal year. 


SILO DIVISION 


Earnings from our silo operations were down 
significantly from the previous year. Unit sales were 
adversely affected by general agricultural economic 
conditions. 


MANAGEMENT 


In November, R. L. Gamelin retired after a long 
distinguished career with the company. 

Mr. Gamelin joined Ralston Purina Canada Inc. in 
December, 1944 as an Assistant Sales Manager 
selling Purina Chow brand animal feeds. His career 
moved rapidly through a number of increasingly 
responsible positions leading in 1969 to his 
appointment as Executive Vice-President of Ralston 
Purina Canada Inc. He became President in 


September, 1970. He served as Chairman from 1974 


until October, 1980. 


Affectionately referred to as ‘Mr. Purina’ in the 
Canadian feed industry, Robert Gamelin’s 
contributions to Ralston Purina and the industry 
have been significant. The Company is most 
grateful for his dedicated service and leadership. 
Mr. Gamelin will continue as a Director. 


Dr. C. M. Hardin, who retired recently as Vice- 
Chairman of the Board, Ralston Purina Company, 
also retired as a member of the Board of Directors 
of Ralston Purina Canada. Inc. Dr. Hardin served 
as Chairman of our Board of Directors from 197] 
to 1974. We greatly appreciate the benefits of his 
counsel while serving on the Board. 


Effective May 19, 1980, R. A. Atkin joined the 
Company as Corporate Treasurer. 


ENVIRONMENT 


Matters relating to the environment continue to be 
of concern to the Company. Each manufacturing 
facility, supported by divisional and corporate 
resources, maintains a close working relationship 
with applicable governmental agencies. 


OUTLOOK 


Our optimism for the future is demonstrated by our 
capital spending program which, over the past two 
years, has been unprecedented in the Company's 
history. Although we are coming off a down year, 
we are confident that our businesses are sound. 
Our capital investments as well as market share 
gains, improved in-house training, new product and 
program introductions and divestiture of our retail 
hog operations have further strengthened our base 
upon which new records will be achieved. Our 
goals are agressive and we believe, fully 
attainable. We look forward to the new year with 
an attitude of confidence and expectation. 


Cy, 


E. S. Farrelly, 
Chairman of the Board 
and President 


Ralston Purina Canada Inc. 
and Subsidiary Companies 


CONSOLIDATED BALANCE SHEET 


ASSETS (September 30) 


CURRENT ASSETS: 
Cash 
Accounts receivable, less allowance for 
doubtlul accounts of $646,000 
(1979 — $421,000) 
Income taxes recoverable 
Inventories — 


Raw materials and packing supplies - 


Finished products 
Prepaid expenses 


LONG-TERM RECEIVABLES 


PLANT AND EQUIPMENT: 
Land 
Buildings 
Machinery and equipment 
Construction in progress 


Less: Accumulated depreciation 


UNAMORTIZED DEBENTURE DISCOUNT 


AND EXPENSES 


Approved by the board: 


BS ieee Director 
(MIL. 


Director 


1980 


$ 15,000 


11,490,000 


10,863,000 
6,348,000 
509,000 


29,225,000 


456,000 


570,000 
11,322,000 
29,467 ,000 


23,409,000 


64,768,000 


18,106,000 


46,662,000 


18,000 


$76,361 ,000 


1979 


$ 12.000 


11,742,000) = 


1,052,000 


13,309,000 - 


6,569,000 


786,000 
33,470,000. 
619,000 


585 000 | 


11,056,000 


26,678,000 
12,996,000 


51,315,000 


16,619,000, 
34,696,000 | 


24,000 
$68, 809,000 


: 


Ralston Purina Canada Inc. 
and Subsidiary Companies 


LIABILITIES (September 30) 1980 1979 
CURRENT LIABILITIES: 
Bank indebtedness $ 5,442,000 $ 4,020,000 
Notes payable 2,000,000 8,476,000 
Accounts payable and accrued expenses 14,425,000 16,332,000 
Income taxes payable 362,000 — 
Current maturities of long-term debt 305,000 151,000 
Owing to parent company 355,000 97,000 
22,889,000 29,076,000 
LONG-TERM DEBT, LESS CURRENT MATURITIES 
(Note 2) 15,574,000 Z, 106,000 
DEFERRED INCOME TAXES 6,556,000 6,931,000 
45,019,000 38,163,000 
SHAREHOLDER’S EQUITY 
CAPITAL STOCK: 
600,000 shares 600,000 600,000 
RETAINED EARNINGS 30,742,000 30,046,000 
31,342,000 30,646,000 
$76,361 ,000 $68,809,000 


AUDITORS’ REPORT 


To the Shareholder of 
Ralston Purina Canada Inc.: 


We have examined the consolidated balance sheet of Ralston Purina Canada Inc. as 
at September 30, 1980 and the consolidated statements of earnings and retained 
earnings and changes in financial position for the year then ended. Our examination 
was made in accordance with generally accepted auditing standards, and accordingly 
included such tests and other procedures as we considered necessary in the 


circumstances. 


In our opinion, these consolidated financial statements present fairly the financial 
position of the Corporation as at September 30, 1980 and the results of its operations 
and the changes in its financial position for the year then ended in accordance with 
generally accepted accounting principles applied on a basis consistent with that of the 


preceding year. 


October 30, 1980 


Mississauga, Ontario 


J, Miidowe VE 


Chartered Accountants 


nn 


Ralston Purina Canada Inc. 
and Subsidiary Companies 


Ralston Purina Canada Inc. 
and Subsidiary Companies 


CONSOLIDATED STATEMENT OF EARNINGS 


AND RETAINED EARNINGS 


Year ended September 30 1980 1979 
INCOME: . ey 
Net sales $236, 705,000 $230,440,000 
Interest 391,000 1,646,000 

237 ,096,000 232,086,000 — 
EXPENSES: 
Cost of products sold 200,186,000 196,093,000 — 
Selling, general and administrative 32,504,000 25,094,000 
Depreciation 2,376,000 1,721,000", 
Interest on long-term debt 1,182,000 178,000 — 
Other interest 1,509,000 308,000 
Loss on foreign exchange 161,000 84,000 — 
237 ,918,000 223,478,000 | 
Less: Capitalized interest 1,343,000 —-— 
_ 236,575,000 223,478,000. 
521,000 8,608,000 - 
PROVISION FOR (RECOVERY OF) INCOME 
TAXES (Note 3): 
Current (100,000) 900,000 
Deferred (375,000) 2,400,000 — 
(475,000) 3,300,000 © 
EARNINGS FOR THE YEAR 996,000 5,308,000 
RETAINED EARNINGS, BEGINNING OF YEAR 30,046,000 42,438,000 — 
31,042,000 47,746,000 — 
DIVIDENDS: 
Extraordinary, $26.50 per share in 1979 _ 15,900,000 
Ordinary, $0.50 per share (1979 — $3.00) 300,000 1,800,000 
300,000 17,700,000 
RETAINED EARNINGS, END OF YEAR $ 30,742,000 $ 30,046,000 — 
EARNINGS PER SHARE $1.66 $8.85 — 
CONSOLIDATED STATEMENT OF CHANGES 
IN FINANCIAL POSITION 
Year ended September 30 1980 1979 ; 
SOURCES OF WORKING CAPITAL: 
Operations — 
Earnings for the year $ 996,000 $ 5,308,000, 
Depreciation 2,376,000 1,721,000 
Deferred income taxes (375,000) 2,400,000 
Other 6,000 22,000 
3,003,000 9,451,000" 
Increase in long-term debt 13,569,000 _ 
Disposals of plant and equipment 335,000 12,000 
Decrease in long-term receivables 163,000 330,000 
17,070,000 9,793,000 
APPLICATIONS OF WORKING CAPITAL: 
Additions to plant and equipment 14,677,000 14,805,000 
Dividends 300,000 17,700,000 
Repayments of long-term debt 151,000 305,000 
15,128,000 32,810,000 
INCREASE (DECREASE) IN WORKING CAPITAL 1,942,000 (23,017,000) 
WORKING CAPITAL, BEGINNING OF YEAR 4,394,000 2/,41,1,000 
WORKING CAPITAL, END OF YEAR $ 6,336,000 $ 4,394,000 


Ralston Purina Canada Inc. 
and Subsidiary Companies 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


SEPTEMBER 30, 1980 


1. SUMMARY OF ACCOUNTING 


POLICIES: 


The significant accounting policies 
followed by the Corporation are 
described below. These conform to 
generally accepted accounting 
principles and are applied ona 
consistent basis between years. 


PRINCIPLES OF CONSOLIDATION — 
The consolidated financial statements 
include the accounts of the Corporation 
and its subsidiaries. All significant 
intercompany transactions and balances 
have been eliminated. 


CIASSES OF BUSINESS — 

The Directors of the Corporation have 
determined that one class of business, 
namely animal and poultry feeds, 
contributed substantially all of the 
consolidated revenues of the 
Corporation ‘during the year. 
Accordingly, the Corporation is exempt 
from the reporting requirements for 
diversified corporations under the 
Canada Business Corporations Act and 
regulations. 


INVENTORIES — 

Inventories are valued generally at the 
lower of average cost and net 
realizable value. Open commodity 
contracts are written down to market 
prices. 


PLANT AND EQUIPMENT — 

Land, buildings and machinery and 
equipment are carried at cost. 
Expenditures for new facilities and those 
which substantially increase the useful 
lives of the plant and equipment are 
capitalized. Maintenance, repairs and 
minor renewals are expensed as 
incurred. When properties are retired or 
otherwise disposed of, the related cost 
and accumulated depreciation are 
removed from the accounts and gains 
or losses on the dispositions are 
reflected in earnings. 


DEPRECIATION — 

Depreciation is generally provided on 
the straight-line basis by charges to 
costs or expenses at rates based on the 
estimated useful lives of the properties 
(buildings 2% to 5%, machinery and 
equipment 5% to 25%). 


DEFERRED INCOME TAXES — 
Deferred income taxes are recognized 
for the effect of timing differences 
between financial and tax reporting. 
These differences result primarily from 
excess tax depreciation, computed on 
accelerated bases, over book 
depreciation. 


CAPITALIZATION OF INTEREST — 
Interest costs, beginning with fiscal 
1980, are capitalized as part of 
acquisition costs during the construction 
period for assets that are constructed 
for the Corporation’s use. 


INVESTMENT TAX CREDITS — 
Investment tax credits are accounted for 
by the flow-through method. Under this 
method, credits, less deferred portion, 
are taken as a reduction of the 
provision for income taxes in the year 
they arise. 


PENSION COSTS — 

The Corporation provides for current 
pension costs on an accrual basis in 
accordance with actuarial determination. 
There is no unfunded liability for past 
service pension costs at September 30, 


1980. 


TRANSLATION OF FOREIGN 
CURRENCIES — 

Assets and liabilities in foreign 
currencies, all of which are monetary 
items, are translated into Canadian 
dollars at exchange rates prevailing at 
the balance sheet date. 


2. LONG-TERM DEBT: 


3. RECOVERY Cl INCOME 


TAXES: 

The recovery of income taxes includes 
$809,000 investment tax credits which 
arose during the year, net of the related 
increase in deferred income taxes 
payable. 


. TRANSACTIONS WITH 


PARENT COMPANY: 


The Corporation purchased goods from 
the parent company approximating 
1.3% (1979 — 2.5%) of consolidated 
cost of products sold for the year. The 
Corporation purchased from the parent 
company engineering and data 
processing services representing 0.4% 
(1979 — 0.5%) of consolidated 
expenses for the year. Royalties 
representing 1.5% (1979 — 1.6%) of 
consolidated net sales were also paid 
to the parent company. 


Certain product liability claims made 
against the Corporation during the year 
were paid by the parent company 
under the deductible provision of the 
product liability insurance policy 
covering all of North America. 


CONTINGENT LIABILITY: 


Ralston Purina Canada Inc. is 
contingently liable on assigned first 
mortgages receivable outstanding in the 
amount of $1,577,000 at September 
30, 1980 (1979 — $2,240,00). 


6 3/4% sinking fund debentures due February 15, 


1987 repayable $300,000 annually 
Notes payable — 
Banque Nationale de Paris Canada Inc. 
First Chicago Investments Canada 
limited 
Mortgage payable 


Less: Current maturities 


1980 1979 
$ 2,100,000 $2,246,000 
(a) 2,000,000 = 
(b) 11,723,000 - 
56,000 61,000 
15,879,000 2,307,000 
305,000 151,000 
$15,574,000 $2,156,000 


(a) These notes, which bear interest at the lender's cost of funds plus 3/8%, are payable 
under a revolving line of credit limited to $3,000,000 Canadian and/or U.S. funds which 


expires on October 31, 1982. 


(b) These notes, which bear interest at the lender's cost of funds plus 3/8% escalating by 
1/8% each December 21, are payable under a revolving line of credit limited to US. 
$10,000,000 which expires on December 21, 1982. 
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OFFICES AND PLANTS 


HEAD OFFICE 


6700 Finch Avenue West 
Suite 901, Rexdale M9OW 5P5 Ontario 


CORPORATE OFFICES 


Rexdale 
Longueuil 


Ontario 
Quebec 


DIVISIONAL ADMINISTRATIVE OFFICES 
Chow Division 


Longueuil Quebec 
Grocery Products Division 
Mississauga Ontario 


GROCERY PRODUCTS SALES OFFICES 


Dartmouth Nova Scotia 
Laval Quebec 
Burlington Ontario 
Winnipeg Manitoba 
Calgary Alberta 
Richmond British Columbia 
FEED PLANTS 

Addison Ontario 
Apohaqui New Brunswick 
Campden Ontario 
Drummondville Quebec 
Kentville Nova Scotia 
LaSalle Quebec 

St. Romuald Quebec 
Strathroy Ontario 

Truro Nova Scotia 
Whitby Ontario 
Woodstock Ontario 

PET FOOD PLANT 

Mississauga Ontario 


POULTRY PROCESSING PLANT & HATCHERY 


Aurora Ontario 
Mount Albert Ontario 


SILO MANUFACTURING PLANTS 


Campbellford Ontario 
Granby Quebec 
St. Romuald Quebec 
MILK BY-PRODUCTS PLANT 

Walkerton Ontario 


ANIMAL HEALTH PRODUCTS PLANT 
St. Hubert Quebec 
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